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Synopsis.^ 
CURRENCY REFORM IN AUSTRIA-HUNGARY. 

By Dr. Julius Mandbllo, 
Budapest University and Ministry of Finance, Hungary. 



The currency reform in Austria-Hungary is one of the 
most interesting problems with regard to the monetary sys- 
tem, because in all currency reforms which are described in 
the monetary history of our century there is no one to which 
the currency reform of Austria-Hungary can be compared. 

It is very important to note in the first place that currency 
reform in Austria-Hungary includes two widely different 
steps of financial evolution. The country has some hun- 
dred millions of florins of paper money, state notes, not cov- 
ered by any metal, and being by law a legal tender. The 
first part of the currency reform consists in the abolition of 
this paper money, and in beginning and continuing to pay 
cash, or metal money, for the state's notes. As a second 
part of the currency reform, but very closely connected with 
the first part, is a change of the currency system. 

This currency reform is not only very interesting to the 
political economist and to the man of jurisprudence, on 
account of the important economical changes which will 
follow this reform, and on account of the complicated judicial 
questions which are connected with the problem, but there is 
also a great field of work for the statistician. The history 
of money in Austria-Hungary cannot be understood without 
very complicated statistical tables, and it is quite a new 
problem to point out the relation between the value of the 
Austrian-Hungarian currency (so-called) and the price of 
silver since the year 1879, at which time the coining for 
private persons in the mints was stopped. The statistical 
problem consists in the establishing of the supposed purchas- 
ing power of the Austrian-Hungarian currency in different 
times, a problem which needs a large collection of statistics 
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of prices. I hope to be able to submit to the International 
Statistical Institute tables built up partly from private mate- 
rial and partly from material collected by the two ministers 
of finance in Austria and in Hungary, and I believe that it is 
not necessary to say a great deal about these tables, as I have 
always believed that statistical tables speak much more 
strongly to a scientific statistician than many printed pages. 
The only thing I presume to be necessary for understanding 
this collection of statistical material is to have a clear idea of 
the character of the Austrian-Hungarian monetary system as 
it has been established until recently and of the new feature 
which is to be established by the currency reform. 

The history of the currency in Austria-Hungary is a his- 
tory of disease, but it is only the last phases of this disease 
which interest us, and which began twenty-five years ago. 
Austria adopted at that time the pure silver currency system. 
It was provided by law that for every pound of pure silver 
there ought to be coined forty -five florins, and this relation 
of measure is the basis of the monetary system. For differ- 
ent political and economical reasons the treasury was obliged 
to issue paper state money without any metal basis, and 
which was declared to be a legal tender. At the same time 
it was necesary to change in part the character of the bank 
notes. Austria-Hungary has only one bank (called the 
"Austrian-Hungarian" Bank, or formerly the "National 
Bank ") having the privilege to issue notes. This bank lent 
a good deal of its credit to the state, so that at the time 
when the state itself issued 312,000,000 florins of state notes 
it would have been a case of impossibility for the bank to 
pay silver for the bank notes presented to it. It was there- 
fore provided by law that as long as the state notes were 
enforced the bank ought not to be obliged to -pay back silver 
for the notes presented to the bank officers, but that silver 
and state notes could be ultimately used. Resuming this 
monetary situation, it was a pure paper currency system 
grown up on a silver basis. 
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During the period from 1867 to 1878 the Austrian-Hun- 
garian money had always an agio against the silver money, 
but at the same time the price of silver in the whole world 
declined, and the difference between the value of a silver 
florin and a paper one became always less. Ultimately, there 
was no difference at all, but only for a short time. At this 
time (1879) the two governments decided that the free 
coinage of silver ought to be stopped in the mints for private 
persons, as the constantly declining price of silver gave an 
excellent chance to these people to make large profits at the 
expense of the community. In this way did it happen that 
the free coinage of silver was stopped in 1879, and there was 
only a limited amount of coinage by the two governments. 

Now begins the very interesting problem of the evolution 
of the value of the Austrian-Hungarian currency quite or 
nearly independent from the value of silver quoted at the 
market. Keally, the paper florin, and with them the few 
silver florins that had been in circulation, now became a dis- 
agio. In regard to the silver question, Austria-Hungary 
was in the same situation as is now to be found in the 
United States, i. e., the circulating paper and silver money 
had a higher value than the silver for which it circulated 
or which is contained in it. These different features 
had, from an economical point of view, borne an influence 
on the common events in Austria-Hungary. There were to 
be feared two things: First, that the value of money would 
constantly increase ; and, second, that there would be rapid 
changes in the value of currency. 

These changes having their constant expression in the 
quotations of the foreign markets, the statistical table of the 
Austro-Hungarian exchanges quoted in gold countries, or 
the quotations of gold exchange at the stock exchange of 
Vienna and Budapest, show perfectly this constant fluctua- 
tion in the value of the Austro-Hungarian money. On 
account of this fluctuation there is, in the first place, a specu- 
lative tendency to the whole business, and, in the second 
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place, a dependence of the countries with which Austria- 
Hungary has a strong commercial connection, these being all 
gold-standard countries. Austria-Hungary also being a state 
with many international debts, contracted in great part in 
gold, the state itself was constantly obliged to speculate in 
regard to paying the interest of its bonds. As, on the other 
hand, the whole economic situation of the two countries was 
very prosperous for the last twenty years, it was decided to 
change the state of the monetary system. It was decided to 
pay off the state paper money, and to issue for this purpose 
bonds. In the second place, silver not showing more of a con- 
stancy of value needed for a standard, international bimetal- 
ism, even if theoretically acceptable, being impossible at pres- 
ent for political reasons, Austria-Hungary decided to accept 
the monotnetalism and the gold standard, joining in this way 
its western neighbors and commercial connections. In the 
tables to be submitted it will be necessary to give a rSsumi 
upon subjects entitled as follows : — 

Monetary statistics at the year 1892. 

Description of the different laws establishing the new cur- 
rency. 

Description of the question to be solved concerning the 
relation between the new gold standard and the old paper 
standard. 

Criticisms of the statistical work done in regard to point- 
ing out the average quotation of this relation. 

Description of the state of transition. 

Actual results and statistical data down to the present state. 



